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(2) Include the national bank’s or 
Federal savings association’s propor-
tional ownership share of each expo-
sure held by the fund in the national 
bank’s or Federal savings association’s 
IMA. 

(c) Simple modified look-through ap-
proach. Under this approach, the risk- 
weighted asset amount for a national 
bank’s or Federal savings association’s 
equity exposure to an investment fund 
equals the adjusted carrying value of 
the equity exposure multiplied by the 
highest risk weight assigned according 
to subpart D of this part that applies to 
any exposure the fund is permitted to 
hold under its prospectus, partnership 
agreement, or similar contract that de-
fines the fund’s permissible invest-
ments (excluding derivative contracts 
that are used for hedging rather than 
speculative purposes and that do not 
constitute a material portion of the 
fund’s exposures). 

(d) Alternative modified look-through 
approach. Under this approach, a na-
tional bank or Federal savings associa-
tion may assign the adjusted carrying 
value of an equity exposure to an in-
vestment fund on a pro rata basis to 
different risk weight categories as-
signed according to subpart D of this 
part based on the investment limits in 
the fund’s prospectus, partnership 
agreement, or similar contract that de-
fines the fund’s permissible invest-
ments. The risk-weighted asset amount 
for the national bank’s or Federal sav-
ings association’s equity exposure to 
the investment fund equals the sum of 
each portion of the adjusted carrying 
value assigned to an exposure class 
multiplied by the applicable risk 
weight. If the sum of the investment 
limits for all exposure types within the 
fund exceeds 100 percent, the national 
bank or Federal savings association 
must assume that the fund invests to 
the maximum extent permitted under 
its investment limits in the exposure 
type with the highest risk weight 
under subpart D of this part, and con-
tinues to make investments in order of 
the exposure type with the next high-
est risk weight under subpart D of this 
part until the maximum total invest-
ment level is reached. If more than one 
exposure type applies to an exposure, 
the national bank or Federal savings 

association must use the highest appli-
cable risk weight. A national bank or 
Federal savings association may ex-
clude derivative contracts held by the 
fund that are used for hedging rather 
than for speculative purposes and do 
not constitute a material portion of 
the fund’s exposures. 

§ 3.155 Equity derivative contracts. 

(a) Under the IMA, in addition to 
holding risk-based capital against an 
equity derivative contract under this 
part, a national bank or Federal sav-
ings association must hold risk-based 
capital against the counterparty credit 
risk in the equity derivative contract 
by also treating the equity derivative 
contract as a wholesale exposure and 
computing a supplemental risk-weight-
ed asset amount for the contract under 
§ 3.132. 

(b) Under the SRWA, a national bank 
or Federal savings association may 
choose not to hold risk-based capital 
against the counterparty credit risk of 
equity derivative contracts, as long as 
it does so for all such contracts. Where 
the equity derivative contracts are 
subject to a qualified master netting 
agreement, a national bank or Federal 
savings association using the SRWA 
must either include all or exclude all of 
the contracts from any measure used 
to determine counterparty credit risk 
exposure. 

§§ 3.166—3.160 [Reserved] 

RISK-WEIGHTED ASSETS FOR 
OPERATIONAL RISK 

§ 3.161 Qualification requirements for 
incorporation of operational risk 
mitigants. 

(a) Qualification to use operational risk 
mitigants. A national bank or Federal 
savings association may adjust its esti-
mate of operational risk exposure to 
reflect qualifying operational risk 
mitigants if: 

(1) The national bank’s or Federal 
savings association’s operational risk 
quantification system is able to gen-
erate an estimate of the national 
bank’s or Federal savings association’s 
operational risk exposure (which does 
not incorporate qualifying operational 
risk mitigants) and an estimate of the 

VerDate Mar<15>2010 17:52 Mar 17, 2014 Jkt 232035 PO 00000 Frm 00180 Fmt 8010 Sfmt 8010 Q:\12\12V1.TXT ofr150 PsN: PC150



171 

Comptroller of the Currency, Treasury § 3.172 

national bank’s or Federal savings as-
sociation’s operational risk exposure 
adjusted to incorporate qualifying 
operational risk mitigants; and 

(2) The national bank’s or Federal 
savings association’s methodology for 
incorporating the effects of insurance, 
if the national bank or Federal savings 
association uses insurance as an oper-
ational risk mitigant, captures 
through appropriate discounts to the 
amount of risk mitigation: 

(i) The residual term of the policy, 
where less than one year; 

(ii) The cancellation terms of the pol-
icy, where less than one year; 

(iii) The policy’s timeliness of pay-
ment; 

(iv) The uncertainty of payment by 
the provider of the policy; and 

(v) Mismatches in coverage between 
the policy and the hedged operational 
loss event. 

(b) Qualifying operational risk 
mitigants. Qualifying operational risk 
mitigants are: 

(1) Insurance that: 
(i) Is provided by an unaffiliated 

company that the national bank or 
Federal savings association deems to 
have strong capacity to meet its claims 
payment obligations and the obligor 
rating category to which the national 
bank or Federal savings association as-
signs the company is assigned a PD 
equal to or less than 10 basis points; 

(ii) Has an initial term of at least one 
year and a residual term of more than 
90 days; 

(iii) Has a minimum notice period for 
cancellation by the provider of 90 days; 

(iv) Has no exclusions or limitations 
based upon regulatory action or for the 
receiver or liquidator of a failed deposi-
tory institution; and 

(v) Is explicitly mapped to a poten-
tial operational loss event; 

(2) Operational risk mitigants other 
than insurance for which the OCC has 
given prior written approval. In evalu-
ating an operational risk mitigant 
other than insurance, the OCC will con-
sider whether the operational risk 
mitigant covers potential operational 
losses in a manner equivalent to hold-
ing total capital. 

§ 3.162 Mechanics of risk-weighted 
asset calculation. 

(a) If a national bank or Federal sav-
ings association does not qualify to use 
or does not have qualifying operational 
risk mitigants, the national bank’s or 
Federal savings association’s dollar 
risk-based capital requirement for 
operational risk is its operational risk 
exposure minus eligible operational 
risk offsets (if any). 

(b) If a national bank or Federal sav-
ings association qualifies to use oper-
ational risk mitigants and has quali-
fying operational risk mitigants, the 
national bank’s or Federal savings as-
sociation’s dollar risk-based capital re-
quirement for operational risk is the 
greater of: 

(1) The national bank’s or Federal 
savings association’s operational risk 
exposure adjusted for qualifying oper-
ational risk mitigants minus eligible 
operational risk offsets (if any); or 

(2) 0.8 multiplied by the difference be-
tween: 

(i) The national bank’s or Federal 
savings association’s operational risk 
exposure; and 

(ii) Eligible operational risk offsets 
(if any). 

(c) The national bank’s or Federal 
savings association’s risk-weighted 
asset amount for operational risk 
equals the national bank’s or Federal 
savings association’s dollar risk-based 
capital requirement for operational 
risk determined under sections 162(a) 
or (b) multiplied by 12.5. 

§§ 3.163–3.170 [Reserved] 

DISCLOSURES 

§ 3.171 Purpose and scope. 
§§ 3.171 through 3.173 establish public 

disclosure requirements related to the 
capital requirements of a national 
bank or Federal savings association 
that is an advanced approaches na-
tional bank or Federal savings associa-
tion. 

§ 3.172 Disclosure requirements. 
(a) A national bank or Federal sav-

ings association that is an advanced 
approaches national bank or Federal 
savings association that has completed 
the parallel run process and that has 
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